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Aead&as cad l<jimxi 2 ic: ifo&csy Is aas tblnsj applying the cay Is an entirely 
thing, £ach it is with caaptroXXershlp . There era swry toofes sad 
articles available on various facets of this science. For the nest part author's 
dica^roo cn what is ensoepaaoed en •» concept cf — e^ImfUa eeKty or*! ha# 
OT^trollcrchip should be practiced. In ones thing aost spree. That la that a 
ca ptrollcr serves SKaBCPiasiSv, 

\&riou3 cccrrjrcial csnteipri see carl oowrrtaerit activities arc no x„or» 
conaiatsnt than the writers ai the scope of this relatively new VMWigp&anb 
concept, raragessmt engineering techniques? budget respaceibilities. internal 
audit mtAvdSJSg hooiwhecping basics end zsany other ^obs asxsotin33 am .to! sesas- 
tine* are not included &a responsibilities of a comptroller, Caiptrollnro 
sacstlweo report direct to a ccnptrollcr at a higher* level and sas&tiuoa are 
directly xv 2 sponsible to the plant isanafjer or cowwadiry officer. Here 
frequently tlsaa net oxptrollors &r& staff me, It tines hounsver they are 
assigned line rva ^aisibilitias# 

These and other veetablee rial® it rarbicilazly edvanta^ais far anyone 
going to a controller billet to receive the s*ny poscibilitlec, I have this 
objective la nbid in writing this pap«r * Knowing I will have corntTOlloraliip 
dutloo at a large coastal Havel ksmmxlim Bepob in the near future I have 
erdeavored to define the various cc&ptrolXer functions applicable to cudi a 
billet, la co deiag X have tried to ccrlt details, Farther X have concentrated 
on broader anno etc of ce^trollcrBSip on tlie principle tbet & controller is 
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tiost effective ohon ho disassociates hic*s»l£ frets dotal In* 

Ifjr olacare appreciation, lo <£Vsadod to Hr* . S* Villlsuo, Cfwpir^iilsr,, 
Bureau of Ordranoa, Hevcro, !.« 2* wtevene, C* ialceisos* and «?• . irnock ©11 of 
tfco Saroau of Ordnance for tfct r«ux r boors of Hair tins they so willingly cat© 
no# Jittosut thoir advic© and a&oistaaee tilts paoor couM not hat© loan written* 
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mimm of cubtsajaai cmk*.-* 

A vast variety «f pursuits* and activities have cose to toe associated 
with the field of oa^tocllm-diip. Upon entering into a disc *soicn of cc np» 
troltorohip at any e.ecifie activity tr greup of activities clarity is injected 
if wo first consider iise policy factors whl*h govern the degree to which conp* 
trollerahip Is practised* 

This paper f ©case* cowSJeration of ampbreUershlp as practised at a 
gyeep of related activities within Idas broad policy guidoll. *es eotal llsfced by 
higher govcrnocntal aut!iority, lbs higher authority is the Bureau of trdas mas 
of bJ*» Navy Dap&rtaerstj the group of related activities are to* haval iUMoasi- 
tlon Depots* The concept cf ccr~ t roller^ d/> as envisioned by the bureau of trd- 
nanoo is teat generally adhered to at a tor?* coastal naval j\» mltion Depot* 

basis Theory 

The utterly ing purpose for the existence of a cnsptroller at any a- 
roau of Crdmnce activity is to provide ibo comaading officer with a coostltoa- 
tod staff effort to achieving a goal of efficient and ©canasic eje rations* To 
this end the cosptrolirr at a ionral toranibion Depot endeavor# to steer nanaf©* 
mnt in the direction cf effective fim cial control* In ashlevtag a goal of 
effective financial mmt&mmii the c«3f broiler 1 s eeefulln©*® arises fxxn the 
staff assistance anti evidence which he provides too cam^idinQ officer and cr~ 
*anl 'national units to the ai-oas cf flmncinl fact finding, analysis and 



1 
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lttterpnet*t4es% bmdgefc fcraula tier* and esseoutlsn, internal rotu, tc>&m re- 
view and «dHdud&tratiu< and general advice to nomgeiieni. 



Carvtrollor terveo .odam$er,t 

h*mbw S-t ,,. —« <> ». «. M « »»»|I mri PWP, w w w.kw * ^ ■*&**>* 



Proper ©wseution of the collection, correlation, truaolatlo-', analysis 
knd presentation of dote by a controller ralio.-e* other •xecutl'i-a of a ca- 
?ro«i« ag a ..cunt of staff wens. feu, ru-isla ioc&uae in ••rfoc i.v* time# unc- 
tions th elves tljeir eifvtta wo aid be diverted to a pr-ut ext *£ fro- a v re 
reductive port .*1 to to the areas of policy forsuetton, decision, ar. fro r.vv 
direction*'’ 5 ' *hus, whereas ^wlo alj ea>.h L ilxMml executive ere. t-.* alu esn 
staff erijaaiaeticiQ tv perfera th.. ■'forts fccu*rd effect!, o financial centre! 
and Mb- .oas ho d*vc,#& considerable of is <*.n ties and ejt.rrles vJUoxji thin ob- 
jective, the Csrapt roller cf the -o- a is new U carlo. Use ; tlnci -CL fun-al * tint 
for timno staff efforts. 

In addition to relics iu? otfi r esercatives cf rarjy UxJ * »«, the control- 
ler offer '.a a scans fvr central coccliuahior. cf a heretofore sc. ■‘vro' 1 -'rucose* 
At one focal point ell inforr^t ion Is integral*: . Cnl; in a single or. rani ra- 
tional covenant can *a»y of the la Qr-mlaiicnsni & between l:f creation ca-..L\ 
£rm varioac sources be beet dote etc U ..i’-8«ise cverlqr ’-lur and tap 1 cat! on of 
data collected is readily isolated, T2» altinete £u*l of control crohi is 
cMKgfUwo intention ml intox>r*l«ti<»chl of all staff efforts. ng 

A real service c*n be prvv ij cd to Idas .kr&aruiing ffloer by & ecoptrcl- 
lor, *m£-.r» cci-j-trcilorstii; war .’o-.pIc- **d to the place It oca ’ s tods/ in- 
fernal on frea rainy sources flo «d to the .o at cause.. ar. It beou »e a tsarn 
in his clue in tr/iir: tc tie all tuis data together am. to kto.-t tbo mUticno 



^u.b,, bavy -epaiisacat, bureau oi rdnonoe, ^vospttvll . ahl wr jard na 
tlcn in .aval -drinsr.ee 7.stabllefr.*xiic, n ....... 34 $ 0 ,*s.i,, 51 o\ X9Ui*» ?• 2 
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and Inior-rcla tior.o ©xletin, in this lstv«Ltl, nos* thrrn^ the CoKptrdLler the 
ccrmnder la relieved cf the spade w-^rk. '&m Car 4 roller collects lateilljsnc®, 
interprets and analysas It for his c© swKving officer* the cct»andcr*s respon- 
sibilities xtssala unchanged but h-.s dccisic s are n-w baaed upon a iiiftninrjfuiX 
collection cf inf onset ion soea s; anted by reccawjsnled or ®lteeaat« courses cf 
action. 

Coordination 



CapiroUcrahlp is net a one mn op* ration. th» Uo-ptroilar <->»c net 
carry the aomga-aBat resphnsii&l . tie# ass -ciatod with uo^roil^rchip by the 
Sksreaa cf Cxdn&noe on his can ghouiocra* Author cca^treilershi a teass ef- 
fort. la instiilin.; the ea^trollor&u ca-ce^i the wmxi at -nsmuo® eaorts 
nor© directed at aefciny It part cf the nrn pernt responsibility cf all nanage- 
Mont officials to adhere to aai to & ply tho principles of co pticdlership* 

The Controller hismelf is a neons to m end, hla title be relate- ’ to the 
BcZtsnm to ifoiafe his res, oneililities n at closely assvciate tli©aaol.ec. daw- 
wmtj hst chases those re s::cns lb 11 1 tie s with the entire teat., ids 

role is eno cf ean*tid»»tlc% advice aril putdanee.^ 

The *r» basis* therefore, os to look uon the ccufitrollsr dorsal seat as 
an inte,~niticn and coordination of staff functions. The op-t Controller is 
a staff osssentive. He has no 11*10 arfchcaity other than the direction of ;<z-~ 
sonnel in his own department* 2Us efforts to Maintain tho ister-relaticaiafcip 
cf staff activity la erfurssed in a staff capacity# Hie saaff funeticno in- 
volved ere a collection cf fan tiono thaw have lonj existed at oejart^ntai 
level and tfc-t have cr are dsawa to ether in uw compact staff cr-orat .on. 



^Ibld. □*clos , ur© ( 1 ), p* 2 
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of those Xian tioas still salat la to- . sricus -et nrt-*-nt3; »•/• rtm&ess, 
ti •*• data awfit flaw into too controller or, a:i ation oo that tits infoitx.tlon 
rasalt.l’i'* frcn this staff effort of so oral dtfji&rtai nts cun Vs t T ■ together 
cad Intor-iTilatod before « forecast, on, or react***. *!ot ©rs can be 

m ‘o to th ■ caxanior. 



«st th* subtle y»t real roc ilitjr *£ a du[ ot ea* trel -r • rea.c 
us, additional •. .haals should bo place** on toe oarlroisscnt In which the -<x - 
broiler fin o Mrserlf. «.n the ct& £ xnss ho is si tasted bet' -oo-. . •. _ * joM- 

L?c officer and all depart— -:.t h . a. icfore a©o •ptttsvt *f n ca- .t,*Mli?r the 
Ordnance iep&rtoenfc wad. the deb ana icca w*fc *t as mU. as ail suif .'©- 
partacntc Sari, .aedently perforrs. Jl ccr tn-©lXsrshl» functions* Coordirat 1 •• n be- 
tween der.arfc-o »t* was a sutler of • •■-v.nta *eo or \n» &c;oa-d olxd ;y \oluntary 
ceo; ^ration between oneeati-cs. Has * <ir#t Is that a feral OT.-acj'-utloo a 
nos-ailsto.it even bhvifi the function* *oy ha*© been effectively Msrforaei* 

Uwfc dtrwsrtt exit head o .s hi* cm eon troll r-r an.! 1 hr ja.tfa«r*d data, anal, no , 



ir.toipretcd, reported and r®r».«a*?*W to the vanarsUn^ wiXloer. Hie .“a -al- 
ia.^ tfficer ’.'So co fro .tod with uncoorflrruW rcr;i reaor.t*tioR fnra each cf his 
staff offie-rs, Vm toorefoT® bocuw* Mo <*;> co.v-Ji aster and found lv>. elf ‘.ora 
often than not burled in an ar&laa ho c fxcbn and fierce, fvre« .sis u~.: 
roean cxlaticna which of tonti *s wore C .* - vd v UilTwliv^ . * he V.*CV a - l T. 

Officer was in a position of bavin to -- «I *oL*ie this M-m cl Jai a at the Sac- 



rifice cf nora in c.tnt oo.jaoral d *tlc. lorsp ..roller, in in;. la his pod- 

tion asi too Co aaj'iih officer's staff, scaws his ..slnoj^el staff advisor* 

•jo fills in a irutU jap by relaylr. to* .0" re-r-iv< . ft- .« -r dr- 

part ante to th Camaxii^ officer in ©-» ..r Jutted «.r*i intoi ilfislr fora. 

Icin’ a st ff jr»ls,y pci at b tw toe ca MAWer *rjd Ms s^nff, bhe 

nvv* accecs to all dr. i'i • ' e. 



Corpt roller, to do an e. fortiv'' jo. , 



:Xgair.* ho cnora-wrs tii a ateCf ca —w ary assess ho aoa* uoi to ol.i r 

do irtnenta is void of lit** vt . .' fca ore -r an/trot* , k-a a urva- 

ato tir. • ccrsotrollsr :r.*taieAtlan sfesxk. do la a '■•caittur* to tr. o ha *'oted 
faults or iaa mquacles to U ir or,, xiiaadia al or ro. . *ni# irrtolv©s crioa- 
orosoln- or:oni,atlo.di coa vctac no and sh© >±> ulli* . tel j result in roes i w -a- 



ticna which, when assent ah, will uo a o.oj 



wuward dot tor £ inane: 



U.’ ! *. 



ao-i t co. i oral. 

•3m Ui© honptmk ir is in a position of leokkt/ .-fc sa® dtoio 

©Ictus. «o is in a better position than «*qy otivr ciftuial to o >n© th© ef- 
fective:* re and infiae wo ox decisions, tie aarotthnoss of t*»c ox ration, and the 
do .ro with which tits depot is .-rfur.lv; its %incion* is in a ;<* ticn to 



know acre abort the collective -' ot %lons than ary other . • ©on aid con- 
aaQ-ocntly la in th© aitaJjrtble ■ csltlo*. t* rcco^iemat-Mrus which ,jl.c coa- 

s&cbratiea to their o^«*rcll *x£fo-,t raU»>r than th© effect usi an/ Kuvk* -©; arl- 
nent or ecc, ©went thereof* 



loos t ho :o. trelv.r .-o utrel V 

fra» what h.s beet* written tnas far it aao 14 Lav® ’ ion inferred ta«.o 
the a*/.ai Cccptrcsi sr doss not contr.l. .* *c a staff .an tfi.ro. .L ci<A tarot, iu 
Hie fimneial and statistical aata colls- ted by the caxs. roller de.^’t. - t when 
interpret**!, aial/sed, and re triad rrwi-ae the -csve by wiudx !-xw « s. nt ex- 
orcises aauK&^naitt control. Lie ecu troLl-*r ihci'civ.*© j>o. la ox Use areas in 
which cieficio icivs exist. 4» ©err- w.Le nation is t nn r»S-.;it u. ' a Ilrr deci- 
sion «ith*a* ivtis by the operators or !'» eer.itnvln, ©.fleer* *"*.• staff por- 
tion of an c-tiymi cation \lans, an' ti» Ik n -aivion ox an or.$nk.a(,i«.» ©;ao- 

ctitec.**^ 



%. r * Laxp^rtl and 
( .cw forks rentieo-hiill. 



J... lt*nr»jtu. i f .nWaraol n’irtitln-; for 
Inc., , **lb,T ' 
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It Is not only lar.ortant for the controller to be atndfsl cf tills prin- 
ciple ty.it h» wust coatiimlly r? : ind d»; srtfwnt he ads «T the *aet that even 
though their business is his business he lo in r*o «Ksy «aplrla$ to cs irul* Els 
actions am his test proof in this resrjwt. ih* staff service afforded by his 
should pcvside dire otic si Lfluen eo as tis© result df his engjostiono, a-Mcso 
or rscxKnsiidatios# fensuaelon, than, is Ms »ost effective neapan. As an oc- 
casional reminder that he docs no. control, the casptrcl ler a fit refer to the 
dicticssar/i, ehich relates control oear-clee directing, ;uidin ;, or restrain* 
in^ pomr ever#*** 

Fimctions at a 3jpofe 

. Lany look upon the ccsaptr Her as an omrae&ltlosis bochkee * r or ac- 
oountant* fuoh an erroneous conclusion is natural, for a lar^o portion of his 
depsrtm ut is aoepeeed of aeco.al.Ing sor/lw»s* This portion acaprima the fis- 
cal branch of a* at mo fcarwerly colled the ©aptly end fiscs! de^ inert, The 
fiscal br&i'.ch in the past perfersaed the aecaK&ing responsibilities of the sup- 
ply and fiscal cf floor and today -erfoxw l&m fare t&ous for the easptreller. 

ihe accounting or nssoor’lu^ mrvimm are essential to a fimnclal m> 
apsent plan, aeverthelss* they . fist net everch&iow the broader and Less de- 
finable assets of coeptrollt ttfeip . k controller* a greatest oo tribatdoas 
arise iron his analytical and inter retire abilities end the sulvice wad gaidanoo 
ho ran ess in the a:sas of bu get forsxfUticn and ama iticn, pro.raa analyses, 
internal reviews *ad statist .Leal aiaiiyeie# ihe accountin faiicticne, in addi- 
tion to establishing acceptability for 'dalle funis and gre^rt; and furnish- 
ing is oris to higher authority, also provide scat uT the iaforeatleri threu'jh 



^.iebster 11 c Coll g iato Plctl^Tmry, Fifth Cdltiea (ipri'-g field, . uss.t 
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naliidb the mx&vcil lor p&dSerm Ms ir&efpretive and analytic factions# 

Haas the functions of a depot controller are oara&raliaed under two 
mjcr captions* reporting analysis, and interactive! and. aceainiin • Ihe 
reporting, analysis, and inter;; retire £meU.me are primrilf directed at 
aelutica of mnajpeeat policy problem. £h© aeooustii r K . function is relate to 
pro.lla.io cf fiscal policy, 

"Caiptrellert nave no business of their om $ but orerybody *3 business 
is their business in the senre that th#y are prepared to csaalysss it doHsrvice 
for ss&na; crse«t# H ^ Ihe caiptrolicr* s problems, then, are first related to fie* 
cal policy and thou to immgmmt policy, 1110 cost trolley’s functions cvolre 
trm those policy arcus# His functions aro designed to record Um fiscal in* 
f creation which, sba#. preperiy imported, Interpreted sad smlyood, incite ©con* 
cry and efficiency# 

lit achieving the ctejectivss cf efficiency and caonmp thro ^1 better 

imrs?.3pient and financial control, the depot ca®>troller s o functions my be 

identified under five mt^ar headings:? 

1 * Bv&aetlng and L-tatistlco 
2 # Ac^HMntln^ and Bl churning 
3 * Analysis aai Prepress re, ©rttag 
h* Internal Stevie* 

5, Finxasiai control and mna^ooent 

It is with these functions that tha resainiaa Chapters will generally be eon- 
eomed* Bo attoopt is node to s© into the details cf baiting, account iiv , 
internal auditing and reporting, -aitser, epjphasls is placed on the nature of 
these functions, thoir irUividaol i^Krt&uae and the atawsphere mirreuadlag 

^»V083IMST &£)«&, op# c&t #, «Bd. 1, p. ?* 

7 lbld, p. ?, 
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these* All di*4Wt®ei<sas will to directed to trirnln^ lafco its .roper perspective 
the job cf ax'*, **uaaitlcn. depot comptroller* 

iiisa&sftkfc-.- ? , 

iho Bertoa of Crd»*»®» has enina? <*ed to pars,© tlie Stecy policy ocT 
hcrissoafcsl functional control at each level o* wan-, •semi in 11' a of o«Bistslired 
functional control or designation of . ro.erVbsd or mla&tlcmX patterns* in 
keeping with tills policy the c^jaaisation of the large ooartal .aval /mi na- 
tion T>*pot to the division level has boors nrcoeribed by 'the bureau* -rynl- 
eation below the division level is a cma&nd prerogative*^ 

Having identified the depot controller* a aajor functions, a test of 
the prescribed organisation con best be nade by fit ting those fa net errs into 
the erfianisatiewd. structure. Use positions cr divisions prescribed for the 
eeT^tm&ler d^mw-tnoMt are as fbHeess^ 

1* resistant to Controller for Internal iw \ ee 
2* Assistant to Ceaptaroller for :iebirsii* 

3 * Padget and Statistics division 
k, Aecemilng md lUsbiscsinj . ivision 
3 ’* ladiisie Accounting uiviaicn 

It appears that the function© uf hi jeiir£ and statistics, accounting end dis~ 
burslrr^ and internal review aw well accounted for ar?srtifta&lemlly. ro.yeoa 
wporttoj is iwrrnlly a re epons lb ill ty of the Lwget# and Statistics ni«i»i<je 
with cup-ort afforded by the .neb ins ..©oemting ’dvielsn# And fir Ally, 

Smvtaonjr &5b. St, op* ett* , p. c* 

L«part*acut <4* the Itoy, Daroeu of tr-dnanoc, S aaarrennt - ^:ul. 

(VMisiQ^lMRi 1*3&), p* 3* 

%bM, p. 3*13. 
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financial control mX -Is a collective effort of ail ar§*alr.ftU<xttiX 

cectjciieato# 

T3io f oXXocirs ; chapters will lo ccrs & ccii'.c la the crgof mticml 
fjpia^jetitaticn of the aavpirollor d^pectront i'viaciimc. 15» dielnr* 5 ^ iUnoticn 
io fxtwjueatlsr perfcataed a» e seivaea fuietlcaty on outside activity* .law* 
disSrirslnj is a fmctloa of tbs dc ot cos ; uraller be Id ^sneoelly aodcn»<3 a 
dialxralttg officer who So pof*£*fclly accomfello for bis of public 

ftoJ*# Accordingly, little will be ca*4 *-f the disbursing £u;«ti«u i&ch.Sne 
ftcccustJtiai, being a mchsniced cpolic*<.ioa cf aec anting principles will not 
be specifically dtusucoed, for coy di^cisaiou wojIiI necsc&cxlly olve into the 
details of 8®«£sanii.atim which is outaldo the scope of this pap- r* Xhas, prhae 
attention will bo devoted to the an*Qytiecl # Interpret!^. , fojraosatlxr, and bad- 
gating staff ms;; onsib Hit See of the Ccratroller* 



i 



r M #rrt f - 
£a* - i ,. X ■ 

The real value of kudjefcini; at field level is usually lett tidfot of. 

The budget has long boon regarded as a financial str.vapgfo betwsan b ire*. is and 
activities nith t*r bureau* trying to cut budgeted requlrimnto to th* tone 
thro'jgh what appear* to bo arbitrary tactics tese-i on crystal ball ;aa.l ' *, and 
the activities ©ploying ovary ccutaiva&Lo denies, cc itt.es even dece lion, 
to etasangt hen justification* -rc-orly handled, however, tedaet&c to a logical 
device for planning the depot operation* over a specific period of ti c, aa> 
Ball;/ the fiscal year* 

If lud {piling is a plana&as device, it is m oe***ry to # t* rains what 
should be pl& nod* Bar too often t he assigned ndssien of an activity gathers 
duet in file drawers. it ia frm this sseijped mission that planning w*t 
stun. In geacml toms tlx. fell. wing; arc thj mjer tasks of a dcob as mh 
si' nod by the Chief of tha B .resra. of brdmnoes 

1* Tc receive, segregate, nlntcLn, recognition, store, an' Isscries 
atfsaonition* 

2. to prod ic* t-aj- charger anaxinitJatt an 4 cartridge case amunition* 

3» To aamc&le and inane »inrs* 

To provide facilities fox'* - 1‘Xt.in? nirro aboard enbmsine*« 

5. To provide asrunltion chip ia-dl»; and discharge faeiliti''© euil 
control Amy as* thereof for the handlin' csf nmimltiai* 

6. To maintain under >ro $.<r aurv alliance the aaraxaiticu and 
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OffipXcciVQS la store* 

7, To dispose cf rnieervioiefele and/or den~crco» aumsitiQn acd ©i^plo- 
sives, frm KfeiAemsr soaroas rcaeietd la accordance witb crsirt directives* 

The adjssioat as expressed above lo in effect a list of ©bjeotiv®®, It is 

frcri these cfcjectiws that a fla&nci csX bodget plan is x&lduaskaly constructed* 

If the i«p©t issues <s£ esumaitioa were at a price pash that a profit goal was 
sought, the Depot budgeting could very wall 1* on the DuPont or Ocnepel i'-otore 
wplarsaing and c-ontrel £«r profit 1 * basis. Or the budget could be constructed on 
tl» basis of a forecasted sales refiLuna with all depot e:;xjn®s sad aansfPctTsins 
coots planned sudi that a reasonable profit was raaliaed* a practice pttmued ty 
sxwt ccrponations of ROderate else* 

The profit m% im is lacking however. At the Depot as at ary other 
govomRmt activity the profit active is implanted by & nor® obscure but nob 
less djajjortarrt objective which is elect present in the profit objective. In 
QGmmmnb our financial isaamgeaent goal caiould be to perfoe* th® assigned 
nlscicn with s&xteu effectiveness at lila&Mtt coots, Truo, this as an objective 
net marly as tangible as the profit objective but it is one well worth striving 
for and me essentia! to the eeonctiic veil being of the ration* 

tilling Tire Bad^ytt Idea 

Safer® tie budget eon bo a raecessful mn^yssant control the budget idea 
west bo accepted by top rasaageniEmt end all eaperviscay levels* So rotter hear 
good a budget is in theory unless it i a sold to people who have to use It, it 
my be worthless, Thus tbs Controller la always faced with tho prdblaa of 
carmicating: to ail redberc c£ rimmigmmit eh&t a budget is and efeat it can 
•ece^liah for Sb* Cae^tollor sruat spread tho word that the 

^wkwdiisx SUSQ.&, op, dt, a p* u. 
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budget ic the Depot *s r«l scion, osprecsad in dollar©. She tsissicn being node up 
■of cibjectivsc, esx cpara ting piss ssssst be formulated to sasot Uoac cfcj$cti’»tss* 
Conr/ersim s£ the plan into ftermctfil texac ccsisbitetes the budget* Kadi G5f£a»~ 
iaaticnal unit state Its oxictenea to th* pert It play# in canyixy out the plan* 
ideation a£ tl as plan WKjaimt dollars* inly throat an effective budget 
atyntcas con vs plan be* »ny deHart us n&eu fox* s^a, and satariaXs and 

ntotiir* seaulte agtiaftt that plan* 

She budget provides the occrson dotxaiaata? or unit of imsjMMnft for 
cash ngiervitary ac^sont of the plea* It f tsrcca con^csratlax of tho financial 
warclta cf cvoroli ebjo stives ml previdae control by oaclgning nodi reqpenalbOUa 
esncatlva a definite tad: cr standard of pcxfomsace against which actual aaaulls 
rssy be neosured* It force* plsnr&ag and oxidisation of plans cq that every 
Cttaptnont decides for Itself *fcat It is going to do, tdnsa to do It and haw veil 
It nan done, liras the budget ic a .joint Imrlcental and vertical planning effort 
ifcwxsghcui the crgante&tLaa* 

Without the budget device am/ cf She operating costs er* cdlculsticne 
based on post c^poricaoo caly, with little rs$ord far the degree of charge a 
peogtm. nay onporicnoo* Ins badgat forces aar.ag«mv to loci: ahead as veil as 
behind* £udg®to should b© based predoainflntly on ■plmmd future progress wither 
th an on past eaqttfieaee* 

budget ing has an important role in the satnuaicaUaas of the Depot* 
Cc3*jnloatlc8UJ down ic accaaplisiasd by issuance cf planning data and decisions 
nado at budget reviews* Allocation of twiectod fair's ic an approve! by 
ssnt of the operating plans* laasunloatlono ©p is achieved through scuMastm 
of budget estteates advising top nana^^it bow the depot saiscioa will be acoos- 
plishad and hai mch It vUl coat* 1 urtSior corrrmloaticsre upward is perf creed 
rtei reports are md© reflecting actual pcrfonaiarco as ©otapemd with octimted 
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jsarforsanoa# Borinsntal ccaaralefttioti Id facilitated thrcu#i budgeting# Si* 
Oxtlrcuic® rsast jsal® known its nroduoticti e^ct&tions, mtevtel zj& 

pcrsonrsc?! aM&uiremnbft» Fran this iNtematlon Public orbs iSoparta nt &ght 
eatJtota hauling r®tpi±n$mi% IndusteriaX locutions *part»e3k will need the 
mnpOBer data and the Supply officer *&X1 revtcw Ms stocte efcaiuss# 2be Cap-* 
t roller should bo at the ■aniiuraioniianB airtt^Mjard feMipln£ tMJk of aamytto lafr 
T.-ioa© and to® rjmy other Huictlms which a good l^igoting prog*® 5 
acccrsnlish need bo pointed out to all* 32* trodosi devlco nust 'm need* to us® 

It too budspt prog*** taunt i* mid* 

^udpqt Fen ~ In t leg 

IMnua relations orrl Its ls 5 pcsrt®«eo in budget work has «lr ®*47 toer. 
intimated# in budget in" tiao co^ix®ll»r Must rn^qjniss toe psych oSLoM & 
advanta^ of participation, fcgr tho operator. Host effective budgets are thcoc 
swtj*s»€ by tho ferefcen or s&per/isosr who viH cuao ultimate cw^ndiio® ef 
fjrdo bud^bed# Itemm nature dictates tliat & goal will l« attained raero villim* 
3y and cooperatiwly if the planning is dono 07 those re££amlll» for a^scuticsx# 
£cr* elaboration mgr b© well wertli vrhila sins© the success tar failure of a 
budget iw ham hnlanso. on this point* 

aft cetsaoR arpjMtnt against ferawaa purticipatim in beriget pmp aration 
is that ho doosn*t want to be bothered with flgarsta* that he isn’t en accountant 
and can’t be expected to work up a financial plan# Aet**j&3y budget preparation 
donm’i a plan # 3 ^x»saftd in dollar® In its initial phase* A su.. rvi~ 

mi'* a agility in woridJtsg * 0 P a budget is greatly Increased *4*a bo is enwurogod 
to prepare toe budget in tense he understands* Ihia nakes so:u *3 to £dn and is 
oewstfeing ise would itoandly do nvuay bat probably not In i!w fora of «a orderly 
.plan* 

Having dowjnuinod that alilftvols of nossagaraent should participate in 
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budgeting we aro p»p&rod to proceed with, bcdgst formulation. She first step 
is a clear sfete-Tsnfc cf budget policy. Sic st*iamr& {Should start off with the 
Bureau planning data which will dofexr&no tbo level of activity for the budget 
year. Accoapanying this data should bo advice on priority of various prcgrovis, 
levels of effort, pcrcmiuoi policies, such as overtime, ehtffe, and mnpo aw 
ewdlabiltty, laatcrial jwpirtreata mi all factors considered. requisite foe* 
planning. Theee policies shooM be iaeued la the CcapaarilRg Officer* a •'bitdiget 
call*. la addition the ‘'budget call* should prcccrile stars! u*ds and f banaba for 
budget estiriafec.-^ 

Operating departs r&e new have the planning data with appixrriafe 
inetruetdemj their task is to schedule the work and to pnapajye raw budget 
estimates based m standard pexferaance data dosirod previously fw® past 
experience through the coot accounting ays tan. Bureau plans, knaars backlog and 
treads should all b® eenetdored in estimating. Tfe ccrxptrollrr should bo a 
store of good judgment. 

iho cs^todlar is the budget coordinator. All estixsateo chould flow 
to bin for review and lesalyais* Kb should convert the raw ©sUrnfes into ferns 
ho best undorctaifes, dollars. In his role cf coordinator* he feould relate diff- 
erent budget sagnssHbs, defect iksplieation car overlapping, provide depart: eri&al 
liaison, for ironing out any discrepancies defected. *m conptrollnr is in tie 
best position to detonsine whether the program re<puim»iiste are all provided 
for, prefer tafer-rslatiooe exist, and ©oilmtos are realistic. lie should 
consult departenri heads, advice and r^ccrsaorsd argr changes feidi sight be 
desirable. Ills final analysis of the repot budget should luelede the f dilating 
ccsruideraticm *3 

^lamgreaent ?.mual far Araaaniticn ^.epofe, cp* cit., p. 5.8* 

33xbM,, p* 5.10. 
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X* (tafosMonet j uith the budget can and all b&sos and factors eopaddesod 
to the &parfemrta3. zmSwm* 

2 , Overall distribution <£ vcrteloed, 

3 * Overall persoruiol cad staffing problem, 

ii* Estimtiog bases cr prescribed standards applied in relationship to 
Bureau planning tofoxsiati ecu 

5* Internal udaixo-dirt^ct vc, l*dirM&* 

6, Moqua cy cf budgeted support services to relation to total direct 
uosidoad* 

7, Sconce of wife schedules to rototia^ito to overall eapoalty and 
uork priorittos, 

8, Long-rangs capital •quipsacat requirananto to relationship to work 
sdiednles* 

Lovolc of budgated effort to rstoblcnahip to epttooa voltes and 
established i^tircnentd* 

10, C<s^arto«m with past budgets* costs* pro-gross records, etc, to 
insure validity of lusssumtlais* 

11® .Depot budget Ccmitteo should hoar the conpttollor and ©ash dapart- 
aont head gxsesant the departmental budgets* The presentation to tom mde to 
tho occx*anding officer* In both bearings to® dmptrollerto analysis and rscoa- 
srondatlans dsould bo praasntad* If too Ccaptrollor has done & good iSTalytical 
and huesaa xelat lease his Vienna wi th rssspoct to tfca budget should be in 

general &&pwmn% with the vtows o£* onto departatnt head* 

Budget caseation 



W A budget espressos to nxjorical toms to* anticipated results of 
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operations Jeer a given totsre pcricd”*^* 4 .>,ich a definition ccr/ero badpt 



preparation snd presentation. Gadget execution can ta klenbified by am word,- 
ccR^artoctt. Control is aceeq[li:#ied as a result of safari ecru tfteweas budget 



Depot plans to go and bow It 1» going to gjt there, budget c:»outlcn kju& pro* 
Tide tte© control neoeceaiy to taco the Depot on the proper coarse* I Is course 
nay be the budgeted eouree or because at clrctrujfconosa a nodlfied cud noted 



jfco t*30 atovo badgat ©;v*cuticai is a ccr&ix&ltog tedsrlque* Ctoco the 
Ca^ytrollor does sot control, his staff association with budget control ia 

ltoitod to recording* intexpretisc and rep erttog progress, His porting ni$it 
and should be aoccopanisd by recast icndaiions wh ich af$rt result in the directing 
of action by nenageaentL. Thus in budget execution tho staff pod. t ion of the 
Controller receives additional swphasi*. 

The value of established standards is highlighted in budget execution. 
Itecpccclbility for fixing atandaide night rest with tha dep&rtnont performing 
the work neasurod er by an independent unit. In aorouttiing it has always boon, 
desirable for different people to handle different steps of a tyctea for various 
reasons. The saa© right be said of standards. To assure objectivity to ©stab** 
XlflhMKit of standard* it would appear deoireble far as independent unit to per** 
fore the function. I!ar@var 3 no rather where the respotvdbilit|r* rests tho Comp- 
troller should, analyse then to assure their validity, for It is these standards 
that are so essential to trencXating operating piano Into budgets, do.w topor- 
tanfc* these standards are used as a yard stick t r determine If individual respen** 
sibilttiec arc being fulfilled. T5» budget boecaos h-a* standard cad tta reports 



fcrcratoticci and j.reocr A tatica steals with forecast!:: 



the direction to which tho 



course* 




q» «ana. great. 
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afford the naans for sMgmriscn <£ actual &cccn$2£$itemak$ with Irudgetad 
standards* 

ley the oost part zvp erts should e©.a? fros the Cx®txxalor T o office as 

a preduai of the cost accounting systir.* The classification of accounts x&ea 

properly ooaatrscled will result in ccr?>ilation csf data in such a fashion an to 

facilitate coat accounting reports* Reports mod not bo in financial toma and 

J&Ksoocntay are net. 5he lwypa o» sussolsnity and typo cf the reports depend© 

<W 

an the recipient* At « A l»vel reports ahei&d to slwnle and in deaccsinetors bo 
is used to, feports to department beads or the oowsandlas officer should lihe- 
wise bo designed to salt their tastes* 

Content© of reports aliadld bo no r.aro then a 3urnari*ation of iaf<nss>» 
tioa e:ttxc’.«ted free* coat accounts, Us* accounts individually or cell@cti\t&y 
should identify specific feoiget i&sss, iheso itcass Should cone 1st of the eons 
alsauRiis of coats as waxe originally used in budget ftrawlsutions* Costs con- 
tained in these bad^et aloiaenfcs nust be reported on an accrual basiej that in, 
all costs incurred over the tine being wmvnzad <r in producing the naaber of 
units being neasusrad should bo included* An ©.srntial xoquirineRtt la the 
reports am cosparlaojia of budgeted with actual work and caste with clgnificunt 
deviations noted. 

Allotment reposts are port of the budget oxecutioa pfcaca siaoe they do 
report tsidgotod and actual obligation and expenditure of funds, As in allot- 
neat repeats the need for fmquent and tl*«&y wportlng sw thuds sillies to all 
other budget control reports, Tho Vmmesi at Cnlnaneo r>cauuo nds that allot « 
rent and prefect order status reports lie prepared at least weekly, t recuoney of 
other internal reports is loft to the discrctdm of the cecraading officer* As 
& g-crascra! rule, internal control reports to b© of t*a* to operating departments 
ohould alaa bo on at least a weekly reporting cycle. 



1 $ 

The statistical analysis and irterp^tetlca of the variances so fleeted 
between ns cor dad data and standards is a j^rino reversibility of the Corap&rol* 
ler’s office. Xrouhlo areas can be q dLakly isolated and analysed. Fealty 
standards nay bo detected. Imtloquacies in forecasting technique a s&gfrt bo 
uncovered or Sufficiencies iai$it bo detected which whoa corrected will result 
in substantial savings, Xb© quality of ti» aerdee of the Sutlgcfe crx! f tatistica 
Division sssy veil detemino lb® acceptability of the budget process in the eyes 
of line officials. 



Salary 



to mawsarite the Comptroller* e re opo^ibilitio s with xespocfc to the 

budget the nissicn of the Budget end Statistics Stoiaidi is quoted.^ 

“Provides guidance and instructions for preparation cf the budgets* reviews* 
resources* requirement* and Justifications for the various pregrans end 
prepares estd mates of the costs thereof} compile* the annual budget} in 
ccaaocticn with t ho budget proceos* rccoanaads allocation of funds to pro- 
grans within te© cocrmad* and revision* th -roof as required} analyses var- 
iances frea tho budget plan and rreesanende msedial action wh^ro appropriate: 
dctemlmo areas where deeirabl© financial rsprt^rssaiing way bo effected! 
Initiates action to adjust financial plans to available funds* and wSteii 
required* cubaitc requests for additimal Jfuaig with Justifications, tevcX* 
opes guides and criteria for the collection and cooidinatim <£ financial 
statistical data and prepares special statistics as inquired by the r®3*ym~ 
eibls levels of cosBaand. Series as coordinator and official clearance canter 
for tins release cf financial statistical data. Provides all acholms of 
awnapwent with periodic progress reports and special statistical date on 
program they adaisdeter,* 



^hna ysr&rX \ Manual for lav cl /uaauiltion pepo tej ■■ .n.?» cit« a p. 3*13* 



CTAPKS lit 



A?J'Su?ll£AIIOhI, uws?, ASD .DP 1ST Au0ub,ffI8G 

Asaeng the CoptraT2er*a flncuaciel mna$**»t nj»p#r^bilttaes are the 
acotfuntir*’ methods required in amacctim with apprepri&tien, coot and jareperfcy 
acccfurrfcirv:* ‘fhla financial rmnaparsant responsibility nay bo a^ressod In otl*»r 
tejK* ss the reporting of receipts am e«f«nd.itar»a of public foiUs and 
property. 

Accounting is perhaps am of the mas® of the Ca^ftrolicr’s 

activitie*,. there io little exciieaent or challoros in the cacointins job otisor 
then teinc srur* it is troll derso. .Ills however rsabes the accoontinc; function no 
leas portent then tnjdf^tlng, statistical ctmlycis, or fare oast in^ An off co- 
il*© operation in tine sphere prcrvl ;oo the ehexeeithalt 'to insure ocmJISmac with 
prescribed regulations, to establish cyotms of tadgetlai and «lloUaen& coatrolCj 
to provide ntccscary information for -Urosa of the Budget es&lnatee end to fcwy» 
trade of tine worth of aergr assets and provide account ability for those assets* 

In order to achieve those cfejectiveo the accounting cr;;anisation of a 
naval Atnun itiesa Depot Gc^trollni^o Department adheroa to certain principles, 
procedures, sax! policies pre-scalbed % the Caupt roller of the iJavy* TJ* : jweeri** 
fie fmictions evolving Pros this source pertain to tisscSsa^ing, civilian jsyrdXL:, 
cost and reports. Inventor accounting, cliifcm’oinfl* and rtachlno records* Utmm 
fttnctiaae my be redMMdfied to a fora ;ij» closely related to appceprictlen, 
cost* and property accounting* Such a classification would include allg taw e t fc 

Ccmtspllcr SA\^XU5 r-1000, Vo! 3 (tashir^ton, £« C*s 

C*f* G^-orn'mi" ’ rHuXinj 1 ' office/* 
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accounting atoms accourxtiMG* certr aoccuntinc, ana pl«r.t property acsoxftlng. 

It is only Urn approprtotion and cost nccoi^iting faxticciaX categories islth 
which toio dhepfcor w&31 deal #tooo tley boar a utrscs** rcla&icwi.ip with asternal 
centrrttow 



A^rqpgiatioa Accounting 

Fcllcr.tsvj hwlyrt r:-r.tulalic;i nnd pmsenietton etcyes far assy fiscal 
••war and owwinvcntly with tho badjat eatseutian phase sppvqp^tlono aus otstcbed 
Into X*r If Cavpvoc to provide nancies with funds to- fiiwac© t*JQ budget 
esseo stloft* Appropriations am read# available to the executive branch end 
through tte appartianaont preaeu- to tlte x.d&eus buswasoe end syncia • 

followtoc ^im^Loacxmt funds ers phased Caua the line until they 
reach the level at whieh they were m guested* ipprojonUticns resto ti*> dflfot 
In ito Corn of alXcriaea&s <&* project criers utiich represent wUltdorsml £blisa~ 
liannl «uth«rltf within tbs lirPti tabed by the fillatoent or project crier* 
S^xcditierfta nade at tins depot wfcetfesr for mt-vrtois* toucr or Ecsr.iocn rsaslt 
to tolytor charu&s apsdrwt allotomts tv piojoct orders# 

on too basis of the bodgt-t o&btor tto the IVinto node available to the 
depot cmaasSm* should ho distributed to the vanious dopartsamte* Allocations 
or siib^allot'ierits issued to heads of depa?toaat.s atitrsld not osaaaod the anosnt 
approved by the bureau to the annual budget or ti» amount of the specific 
project order or allotMent* lio&ds of c sepnrtoonfcc sweeiving such allosatiaso 
eru totally mpponadhto fas aesarinc the funds cut* :iet cvercblijctcd as to tise 
ocrciandtos of floor respenettae for toe* total dlXotoonfc or project order* 

It to quits apparent tout sane nouns mot be to force far ropulaticn 
arid control of ea^eedltares r«nde n* t too fond* entrusted to & depot* -his 



^‘ frianaganonfc llannal for .feasonitlcrt bopotsj o p, cit, 3 p* >*X2# 
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is acecepliteed by estebliohing cciitrelo which ensure adherence to statuatory 
ra<raimicnts and ecnplianao with regulations iepoad by hi#i«r autecrlty* to 
teds end the accounting <St$j*rfc 3 »ni perform aEotaant and project carder account- 
ing end causes to b@ nod® tea necessary odjiidtMan&& botwoon approprtetiom* 

Financial mparta for appropriation alleteent and project order account- 
ing fall into two smj or areas* (1) depot reports for internal mm&gxwit 
purposes (2) depot reports fer use by outcide agencies "to fullfill departeenbal 
or statutory requirements* 7ix j procodur«a and records proscribed by 'tee Htevy 
Cor^irellor^ arc specific and if strictly adhered to In their detail# Kill 
aesure compliance with statutory and aprnay roquiiraautc* It is also noocssary 
m& erected teat we hove adequate aoasuios for suh-oIlcKjatian of funds to 
depot dapartesontc, procsedaree for their obtairdng materials and for dmrsing 
labor* processing raet&c&s for telig^tional or expenditure vouchurc and other 
Internal ecntrolo* This is not ettou*& howror. It is l^xrativo that the 
accounting systen he well oiled at all tifcce* teat docurante flaw ci^oditicualy, 
that internal reports be given the recognition they verrent aid that other 
internal eor»idbratiaio receive the attention required for good rrumgasaiefc 
controls* 

1150 Coeptrsdlar Deportsaenfe fro® a csrrjtrollorte view point should teen 
derate mte attention to tea service provided by appropriation aeoemtltig 
internally* If there is failure la this respect it is likely tis© entire finan- 
cial control effort will be sabotaged* This service of white m speak io te© 
accurate and tirnly reporting of the status of allotments and projects orders 
to local ad*d3iistraticas at a f requsney moeseary for proper control by dopart- 
aent heads* 

Implication frequently exists in nairtenance of allcbaont records 



ffi&vy Ospptrcllnr nonncl* op, cit* 
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tsotweea i*io fiscal office* and tho individual departments* 2hi s d^slloaticn is 
a— ftlly the result of toudiooss ssnti lev fioq^r.cy of fiscal office aXlotnent 
roports* Tlisac reports aro intended to nrevido a statement a? oiqienditureo, 
am^erdext balances, oblivions, iracfcllcatad balances, starvations, sal 
oaoanto available, Juab figures jrsrvo i2ie purpose of tolling the 3&r>artno^s 
;d»iTs they stand budejot-^iio© - hoy well actual expenditures ar© in liaa with 
budgeted esqpendltiim# In addition it i o a ready check for a departasrA .bead 
afoo is pespeenally charged with the statutory responsibility for assuring fluids 
put In his charge aro not cvorobligatod, 

la visa of those o&mlderatiens it la seasonable to sapect that tho 
Cawptrollor bond over backwards to provida all departments with a brief 
eIXotoent statue report at tir,o interval® suitable to tfcosu Farther tho 
accounting sptfzm should bsve vitality and figure® reported should to current. 

At tho Depot m slXoteont status report should reflect the isioblir^tod statue of 
allotments as of the previous day. Conscience in the fiscal dapartswet 1 * 
ability to perfem thie task will Host assaradly cause abanda^ent cf cfcligaticn 
files in each department identical to fiscal office files. The obligation* 
incurred in the one or two days after the cut-off date of the allotnsrit rapert 
can bo accounted fox’ by d^xrteent* as long sc they know when tlx? cut-off dato 
is. /H otdbs on that day ox* prior shoald bo discarded# Subsequent stubs 
should bo viewed as educations not appearing on tbs report. 

Thin has boon & broad brash treatment of appropriation, accounting. Ho 
rmfcioa has boon node of appropriation auarjarioc, natorial eweseriec, the ana- 
lysis of mtarial rnsramsy by tap^atitam classifications, Fossae an© ucod fca? 
recording and reporting such data but those mm ike details of accounting. It 
is these details the ccqpt roller should detach hircolf fro® to tho msdusuR 
poraisoiv©. It Is sufficient fee the aeeptrcXXor to rocogniso the need for 
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porfarsar.ee of these functions in eceor unoa with JwjJUtiorc and has ^uclifiad 
personnel 480icae<l to those fraction©. .a xnoccin^ that this par - it is appha* 
eiaing the Internal oer/ioo prcvldod tgr » oar>trtaj^r it would a trr that the 
Boot Sa?»orU , sEfc in the area of approbation accounting are local allrtaant sta- 
tus rqicrts garmx . ted by the sawo accoantiae c; stca parfoeied fbr p^rwaratioa 
oactaiwlly requires allctncnt arbatoe reports* fbe A.ccconting Division should 
ocnoller ano of its fdsadaweatal inteiml roopmisibilitiie o for offcctiv InUrnasl 
uanapMttt to be toll, ins cash bcllar of an allotmnt or aub-hlXoterri or project 
cssdm' hm be stands# risrShermr© this advice should be fixraichad mi a strict 
current basis and of such frocp»ncy‘a» my be required by tha resoonni* 1& 
•cthority* 

*be Job-order coot accounting syaiea is toed at Uto Uepct* ,i»u& lotoav 
direct sate rial and overfsoad coots euc raaiged tc Job orders Jdar&ifiod to 
specific operations# T So work is perforoed and no work cm lie datr !rd taftoaa tha 
work request* Job order or week order Ins been iseuad to cover the work# 

A cost accounting cysten met tc tied rather alouoly to pLmrdrvb budg- 
eting* echeduliag, performance analysis and appropriate cccouafcinc* ft® 
planning, bodaetiag* sdbeduling and pexfonRoaoB cmiiinatica is nomally accco* 
pllehed cn the basis at er^iic^Mcwsl unite* The worts fer units and their 
reagKsisibilitiee are reflected in plans, budjata and ccheda les* Th;»ir inr&vt- 
dcal perfo awsnot arc evdimtod cn the cants basis* the cost acGarinJbig cr stem 
msst be keyed to a 2*0 cogait ion of those* orgcmluatiorri. re^e^ihilltkis for it 
is the sy*ta?3 that mmpcneRfc is- provided with data neoBsumr- for a 

corporative analysis* 1 cr the oalss of sisaaiicity* the cost syston met also to. 
ksyed to tho or3anlaation , s acoourstlag cystca* Data collected by the cost 
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oysion vSian jr^a*arir*4 should bo suitable far replication to the ^counting 
system and its required reports* 

Jshtaataf** of <-o«t byetaa 

Knny advantages accrue fran the effective* hoc of a cost tester:., iay the 
■csbabllnbmut of a good chart cf accounts the data collected facilitates budg- 
ets! ccmr.ari.soas, identifies costs in areas of ro ssp craibillty, provides a rmeam 
of coordinated control, *be systm affords a aeons of manuring tie efficiency 
«f non, mtorialu, aid mohineo, taste can be eliminated % using ihfer atioR 
provided \rj the system, Ccs prison bet mzra depots can t» made in order to 
noamiro their relative efficiency end finally unit ooeta arc readily Obtained#^ 
3» greatest advantage of a coot eycian in that it gLiav xm&jasasto 
another roans of control. Bread oepiirwacrtfcs of cost accounting are prescribed 
by the %vy Cka^trcOJer * anual end -vocu of Oxdncaoe diiwcfclvec* These door- 
rents provide central control of bas*c rystssn, onployed and roper ting ivjqutro- 
SKr&s* Local &m®lcpmnt sfhculd in -11 instances supplcsaont the aba c require*- 
nsris so that a totally integrated fasten p&wolle* heperis ^raerated by the 
local ayotcsj should bo toijed so - y to provide i«m&sonb tflth intelligible 
infcrnatlm visicii vil 1 provide t he fourxktiar for cmtrcl aeM.on# 

She local chart <£ accounts most b© designed tilth the idea that t hoy are 
to serve the operators rather than the accountants* Suiiearlsatlca of individual 
asah el&iaxy accounts n£31 provide the accountants adequate inforaatica for' con-* 



trailing accosnta* the objectivity used in esfcal&inhire subsidiary accounts 
Idie eosb syctca «Hi be a direct m&&wa of tla* effectiveness cf the jiysisma* 
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Different consijd©ratim‘a3 gwvwrn cstatlMrssnt of accounts, records ted report* 
for the different lovola of mmysmsfo* Whet is ahem to the cewttKxiino officer 
will differ eeiw&>fr*wtly in detail, length and tarns fron *£s&i is presented to 
chop foreman* 

Before b ee fi ng this subject a gsjior&L understanding of the Bureau of 
Cr&rsKj© cost accounting concept is essential. thus the following cllscuscian, 
based on a Bureau of Or&MMce directive,*® silll be directed at an esplanj&ion. 
of the systera with particular iwtpiusis on the banfliiitg of indirect overhead. 

Finding 

It will be recalled that farad# are provided in the Sana of allotment# 
and project ardors* the ctaticn m&xtenanfte alletsaonb auppaHi* non^roductl^ 
operations. Frodnctlvo oatberlaaticm in the fa** c£ alXoferamto end project 
ardors support wjt padtassod ©t the depot. 

Indirect Costs 

Indirect costs are classified ©a distributable costs and nojvdistriljut- 
sifto costs# They ass also divided into general and ©d&inistra&Ive •aponaei, 
cservico ouponso, ®n& iwmf&cturtj^ Of tli> total aaount of iaULscet 

cost a certain* portion would l® incurred ahathor cr not any productive effort 
evicted* Gamrally this portion would bo isado up «£ west gsmral and ©dhld** 
festive ospena* and © smaller aacunt of service #&p#n#e. Further this cost 
ucuM be ccnsidormt iftcur* 'dictributablii * to farther justify the n«2~iistributa~ 
bio eweuafc, esasrss the Bureau of Clarice eper&te# f if toon depots e£thcu$ tho 
total work performed could be ©cc?oaj>llr.bod by five depots* the extra ton depots 

®C*3* IJavy *>©partannt, Buroaa of Ordnance, *ib®codure for Ocpifeatlon 
and Application of Gvarheed at lodlflod Industrial 0rbar.ee activities, w 
iVUC- BinOT 73UD.1A, 15 dune 15$u 
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cm 3 their extotenee to national aocaritj tocuxaaee* Operating at 3D, capacity 
now, to tfee event of ndbiltoabion all fifteen depots could rapidly *SK>en& their 
creratlm to 100$* Us® iKe^iotrlbutablo overhead io jmeruaably th» cost of 
<^cratl 2 i^ a depot where no production activities arc engaged to* it is an 
important cost 'ccca.ua© It indicates the coot of defense insurance* ’Ole over- 
head coot to teased tins Basic Iiainter«snc© Anxnt* 

SJcoKUstributabto costa include the Basic u&nfcomnoo Arawstt, the 
capital requirements, and amounts required for rclnbixslble weak for other 
gOtToxirmnt departments* Shoo© naiilt also comprise final dscr^od to tho 
stations mtoteeence allotment* 

Generally, the Indirect dielributcVl* overhead is that amount utilsh 
would be required to perfom the total work win tier it vrer© dono at fifteen or 
five depots* It is primarily a* de up of Maaufex&uring essence arts that portion 
of service esqsen*# attytoutal to production* It to tbs overhead noct closely 
associated with actual work perfonaed which would retain a cost regardless of 
tho defense insurance aspect* 

Both dtotrtou table and sK^dtoteibutohlc overheads costs rasa Initially 
dia rood to tho station xadudanence allotment* lino© tlie total mount allotod to 
tho Depot to tho «&toat©d or budgeted noii-dictributablo over-head those «*« 
inadequate funds available for else orbing distributable overhead duxrgos* This 
problem to solved by implying v&vkt mmats to an advance credit to the mixAm» 
ar.ee aXtoteaeot (Basic Katoteuanc® Amount) equal to tie ssoaat of tie eanthly 
estimate of dtotrtoutabto evethead* fills adverse® to liquidated by periodic 
application cf applied ovezheod credits, Tm not effect of the credit entree* 
to to deduct osttoeted and applied orcesheed amounts firm station Maintenance 
allotment obligations and liquidations* 

Distributable cveafeeed estimates at the begisrstos of tbo saonth will 
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rarely equal cwrfwal applied inoe loth are ©etiafttea# Eetimtod over ho ad is 



baaod on & fsradoiosalMkl rate applied to the budgeted mount c£ direct liber* 
Oveshood applied is based on a psadetesaimd rate applied to actual secants of 
direct labor. 4t the cr4 of the- nonth an adjn&tment is rsade to nabs to total 



of ©stitt ted d i c trilxitahl® weitood ee..u£L cvcrJwa d applied# 

.'’he Ji^trihut&tle cveri»«d estfhoitad and applied will ©sides; result in 
•assies the actual Basic Mstenanoe Aeecsfc to bs cq'ial to t&a fi*asd cno&vb. 
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ba recalled tliat the Sasic IkLr&en&nc© /no-ant vas 
•ndo to brinp the applfod r.z*J v’l-’ofcc 4 entimted cr. 
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wit"* the Basic haintemaoe Aatount. Tbls odjustzxnt zerxLts in a ehurye cr e 



croiit to $*> Bcyot*a aaiatemace allctnent and is the an -or ce* «*.«* aV&crtaMi 
•wsrfccad# The amount of this adjustment will caejao the total eblijatJU***; 
recorded under the Basic bsintenarce taornt of the sllctrent record to W* equal 
to the seat h3y ineswrant of the ! 3esic hints mneo r’wjwrsfc# the adjustment is 
also taken up in an open ailot*»Tk arVrinlstezwd by t!sa Dunm <£ irdnano*# 

direct Coats 

Direct Labor and direct Material <harspcs arr recorded directly to jdb 
orders frost labor reHa cr mborial vouchers# Thaoe job orders are subsidiary 
to preduettve &uthonri«atim alletcrsit* cr ©reject cr.tera# tbiiedically laics* 
rollr* ei.d material charges at 5 © dso ’x? iisv vo aSLlot.-nsnt cr ^reject order recce tie, 
These record© should be in agseewent with the subsidiary job orders. 

PcrlcdicaUy ilia pxtedusersaicod. <m*rhe*d rate is applied to the direet 
labor eacuat recorded on job erdere* She result is tb© a.plial oturraad vnieh 
is also mioorded. on tho jc& order* The total of all overhead applied to job 
orders is equal to tbo applied overhead yoriodiaclly recorded on Jba statical 
mtntmcnco aUctoont record as a credit liquidation of tb© esiinjbad 
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distributable overhead applied at the bo^nniag of the ronth* At ito ouno tin* 
tills applied overhead is recorded as a charge on the allotment or project order 



record «T tho production authorisation* 



H vssmrj 



Sfcr tio process <^jtUxwd all direct and overhead charges aits recorded 
against productive authorisations* Capital requiroaorxto aid rc-inbui'ciblo work 
with applied overhead and basic M aintenance i&cmba have boon properly charged* 
A labor roll oraasry, analysis of overhead and analysis of labor roll mawBiry 
arc prepared jaonthly to saws® rise those transactions# It should be noted that 
all accounting data is based m an efellpitional basis insofar as distribution 
of overhead charges io concerned* Sudi a system permits application ef nest 
overhead charges in the sane period in which the aaterlala or sendees wore 
actually used sine® the requesting of on obligation indicates that a labor 
eorvico b&s been performed or mtexial requiring roplacecssnt 1ms toon used* 



CHAPTER IV 



INTERNAL nsvipr 

A large coastal Naval Asmunit'on Depot represents no ©rail operation. 
Like the comercial enterprises making up a substantial portion of American In- 
dustry, defense activities have ^rowi to tremendous sise* Aasaun ition Depots 
are no exception, harass several doendes ago the Comending officer could 
personally keep abreast of all Depot activities, today the physical sice, man- 
power force, and production resuonsibili tics are such that the Commanding Offi- 
cer has unavoidably moved farther and farther from the actual operation. 

Need for Internal He view 

It is because of tha vastness of a depot's operation that the remote 
control aspect of modern day management has gained much momentum. In order for 
the Cotcaandinj Officer and other executives to properly control the operations 
of a depot some means must be adopted •whereby management is kept adequately in- 
formed so that intelligent direction and guidance will be forth costing. Th® 
broadening distance between top managoisont and execution of operating plans 
accentuates this need of some tool which will bridge tha f> ap. toe® unications 
from top management more naturally jump this gap than doss intelligence from 
below, Management's answer to this problem has been tha adoption of nan genent 
controls, 

A principal problem of the Commanding officer is the need for observa- 
tion to facilitate his coordination and control of operations. Internal Audit 

2 ? 
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is the management control device which performs the observation function* In- 
ternal Audit observes the effects of all other management controls, Heretofore 
internal auditing was aimed at observation of accounting or financial controls. 
Today internal auditing is closely allied with controls through sound organisa- 
tion, budgeting, forecasting, policy accounting, manuals, reports, job analysis 
planning. These and other fonas of control supplant the personal observations 
formerly depended upon. Internal Audit is a control of tho controls. M 'odom 
internal auditin is more than a mere mathematical checkin^ or routine examina- 
tion of accounts. It comprises a complete. . . financial and operation review. "21 

It is not to be inferred that the so controls relieve individual rup- 
<2 < Vigors of any responsibility. Management controls do relieve management 
heads of burdensome observation. The controls a. fox’d a filtering process where- 
by only tho esse' tlal information is eoErunicated. At all levels of Depot 
management because of the magnitude of ts operations, oorsonal observation is 
plagued with misinterpretation, ?&i sunders landing, poor judgment and neglect. 
Built in controls counter this weakness of the human element. 

Responsibility for Internal Review 

Appraisal and x’eview of management controls falls the lot of internal 
audit, The responsibility for internal audit as presented above, that io, 
control of all other controls, is divided between the Comptroller and the Man- 
agement engineer. The controls w;th which the Comptroller is primarily asso- 
ciated are those related to accounting and fimu cial systems.^ 

23**. A. Walker and W.R. Davies, Industrial Internal Accounting (Hew 
Yorks UcQraw Hill, 1951) , p. 3. 

22i;.S*, Navy Department, Bureau of Ordnance, "Naval Shore Establishment 
Internal Review (internal audit) function," MV* 'RDINS? 7500,2, 8 l-’eb 1955, ?• 2. 
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The other managsraent controls, responsibility for the execution of 
which rests with the Management Engineer, haws been mentioned hero because a 
close relation exists between the staff efforts of the Management Engineer and 
the Comptroller. Mana ..enent Engineering provides for broad aspects of manage- 
ment controls evaluation. Internal review or audit limits its province to the 
financial aspects of management control evaluation.^ 

A working understanding must be established between the Comptroller 
and the Management Engineer to insure that their efforts are coordinated, that 
they complement rather t’ an work against each other. Obviously the Kan- gs- 
ment Engineer will make surveys which will encompass the activity of the Comp- 
troller's Department. Methods engineering, work simplification, organizational 
and functional relationships, distribution and utilisation of manpower, facil- 
ities and equipment, work measurement, analysis of variances from plans and 
standards are all studies, surveys or reviews performed by tho Management 
Engineer. The comptroller reviews and examines accounting and fiscal systems 
of checks and balances, procedures, records and documtn-s used for internal 
accounting controls and fiscal procedures in terms of completeness and effect- 
iveness. Additionally, the Comptroller is responsible for analysing variances 
from the budget plan, "hus it is readily seen that it is difficult to draw 
a line between the responsibiU ties of the two departments. Orgardnaticnally 
such a condition is undesirable. In inland depots the Management Engineer 
is In the Comptroller's Department. In large coastal depots there are either 
two separate departments or the functions are integrate' in the Comptroller's 
Department at the option of tho Commanding Officer. 



23 Ibid, p. 7. 

2 ^ Kanageaent Manual for Naval Ammunition Depots , op. clt ., p. 5*19* 
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stated, iatemdl review at an ordnance* activity is nothing mm 
than checking up on iho finarxlal controls established in tho depot* Kore 
specifically the folKwLng definition ba uaafulft 2 * 

(1) Verification of financial transaction*, doossmts, so cards and 
repezta to provide ma&jsmit with an orj^missod audit control isourl*« 
loyalty of trnnsactiaia, accuracy of data and cmpfctemm with -ascribed 
poXicieo, s^sterx and procedures* 

(2) Study, analysis and ccswtmcti'v* appraisal of established financial 
poXicixs, oysters, rocorols, reports, bml^ting, coo tins and control to 
preside mnagesent with roowrsndations far IcgMWMat* 

(3) Study* iw*lyidf and constrictive appraisal of the financial aspects 
of ths Internal control system to provide isona^raant with roemrsei-jdatios* 
for lrprw«aont # 

(U) Study* analysis end constroctivo appraisal of nasagaeont wfcOixatioa 
of ftnarxiol roconis, data and roporte to provide MnaoMenb with raoeo* 
nandatiems for inpwswrrt, 

Llniiing the internal review to financial ccadlderaticsis does not ap- 
pear to be oa<patiblo with the general approach taken, at the beginning; d* this 
Chapter* That approach it will be recalled was centralised staff dbmi'vztim of 
namgpeent Controls, Internal review as defined above has been limited to 
financial controls* Other nanagsiient controls have boon centered under the 
na^i^omnt £agi»»©ring r*mrteont where separately established with a con- 
sequent dupHoatioa overlap and iatorlap of staff functions, Assessing that 
the basic philosophy of Coapfcrolteniiip is a cccrdimted staff effort it is 
difficult to justify the division of staff responsibility* It vrouM appear 
that rev&WNi of Qv%%niz&tion and Methods work such as crgantmtienel surveys, 
work simplification and work mmmmmtsl arc tools definitely falling within 
the roaln of observation of mnej^aent controls* *hee© teda co'^lcraontod by 
financial, mna;yjiaent tools would rosu.lt in full integration of the t>ta££ effort* 
. It would give the internal review function full rospcroiblXity for aoccrtain- 
ing that ell aBXffigwutt controls anas jco (1) gnaivlinc against lessee, (2) pro- 
tection of assets, (3) accuracy cf financial ctefenoarbs, (h) atifteretice to 



25 MAYG aarSJt 7300.2, op, oit*, p* 2 * 
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policies and procedures, and, most important, (J>) that the most economic and 
effective methods and procedures are used. 

Thus it seems a logical step to transfer the Organization and Methods 
review functions from the Management Engineering Department to the Comptrol- 
ler's internal review staff and that the definition of internal review be 
broadened to incl do these functions. The Management Engineering D vision will 
then be free to concentrate more attention to industrial engineering natters 
such as productive standards and variances, quality considerations, production 
efficiency and the like. 

This is an area of much controversy and is currently receiving consid- 
erable attention in the Bureau of Ordnance. No matter what the outcome it is 
well that the Comptroller have a clear understanding of the hazy relationships 
which exist, tith this well in mind our objective approach should result in 
an atmosphere of coordination and cooperation between the Comptroller and the 
Management Engineer. 

Atmosphere 

Auditing is co.nonly considered akin to "gestapo." This must not be 
the atmosphere at a depot. The auditor is not on the depot to put people on 
the spot. He is there for tho purpose of helping. Any other duties are sec- 
ondary. In working with operators an attitude of mutual assistance is the 
ideal to be attained. 

The auditor is not so ^uch interested in uncovering fraud or irregu- 
larities as he is in assuring to his own satisfaction that management controls 
are strong enough to prevent fraud. H.is goal is to find methods and proce- 
dures which will cause depot ope rat ons a maxi":um efficiency, economy, and 
effectiveness. 

It is important that there exist a mutual understanding between tho 
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auditor and the operators of their relat' onehip* If it is clear to the opera- 
tors that the auditor is more interested in helping them uncover shortcomings 
and in developing ways of improving operations, life on the depot wrlll be much 
happier for the internal audit team. 

Service Provided 

"Internal auditing is ore of the principal techniques of appraisal and 
evaluation of moults* " 2 ^ Internal Auditing makes the following observation 
for management t 2 ? 

1, Are its plans, policies and procedures being effectively and 
efficiently executed? 

2* Are all managerial and accounting controls functioning proparly? 

3» Are financial statements and statistical and other reports ac- 
curate and complete? 

4* Aro depot assets safeguarded and used properly? 

!>• Is management correctly informed of important facts and happen- 
ings in the organisation? 

The internal auditor is ©quipped to find the answers to such questions* 
He should bo JLvon freedom to bounce into any level in the organisation so that 
his analysis will be made at a point closest to the point of responsibility* 

ISy going into any spot of the organisation he becomes the eyes and ears of nan- 
ageiaent. he assures that: organisational changes are made effectively; poli- 

cies are stated clearly and are adhered to; isetteds and procedural are effi- 
cient, up-to-date, and consistent on a da.ot wide basis j management plans are 

carried out* The auditor can assure management that departments are coordinated, 
— — ~ • — 

2( %.A. Lamperti and J*3, Thurston, In ternal Auditing for ana, tsnent 
(new York: Frentlco Hall, Inc*, 1953)* p* 

2 7lbid . 
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Checks and balances exist, expenditures are in accordance with polity and are 
Subject to progress forecasts and budgeting controls, and that results are 
noasured against standards with due recognition given to variances* 

Thus the internal auditor Is a principal influence in the concept of 
control. He gives Management the means by which it is adequately informed in 
order to provide for intelligent and effective guidance and direction* The 
Information provided should be condensed, suixsarised and presented in compara- 
tive fora for all elements of aajwgesent. Exceptions to past averages or 
standards should be fla.^ged whether they are bad or *ood. Thus the technique 
of management by exception should be used freely* 

Organization Control 

Since one of the most important of mar, gement controls is control 
through organization, it is selected for discussion* Organization should re- 
ceive the greatest emphasis of the internal auditor, for it is upon organisa- 
tion that all other controls depend. Organir. ail on control has received more 
recognition In the military than In industry for a number of years. For this 
reason standard organization has been resorted to to the extent feasible. The 
Bureau of Ordnance prescribes the Depot formal organization through divisional 
level. Below this level this Commanding Officer exercises considerable latitude 
in control through internal organization. 

Tbs significance of control through organization is best Illustrated 
by considering the relation between organization, accounting and budgeting. 

The cost system of t e depot should be constructed such that it identifies 
organizational responsibilities. Crganizat onal units should bo the basis for 
collating, reporting and measuring cozt information. Using the correlated or- 
ganization and cost system for budgeting facilitates comparison of budget costs 



with actual coats* * hen properly organized the Depot will be responsive to 
changing conditions since no natter what the change Individual responsibility 

will exist* 

Organisational control should assure that authority or Sana _,ement con- 
trol is delegated nearest to the point of action* This will give more mailing 
to budgeting and the accounting system. Every nan should know what he is ex- 
pected to do, to whom he is reporting, and who reported to him. The organisa- 
tion should be such that planned work can be divided into tasks for which or- 
ganizational units are responsible. Coordination of collective units of the 
plan is accomplished at each higher organizational level. 

Thus in organization we have a vehicle by which management can Install 
the required management control®. Through organization Depot problems, objec- 
tives, and programs are defined in manuals and instructions. The internal 
auditor should be continually reviewing to assure that the principles of sound 
organization are applied. He should be able to detect faults in the organisa- 
tional structure, duplications of effort, overlapping of functions, and tho 
like, and he should propose necessary remedial action to nanajonent. 

Summary 

This discussion has been directed at an understanding of the internal 
review function. If nothing else has boon accomplished other than identifying 
internal review as a super management control t/hich assesses other controls 
this discussion has been worth while. The Coop t roller or Management Engineer 
as tho case way be must not fall into tho trap of looking upon internal re- 
view only as a financial control and industrial tool. Although a Depot is an 
industrial activity and much emphasis is placed on operating performance 
analysis of the Ordnance Department and the Net and Boom Department, it must 
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be recognized that staff services are continually crowing and that the idea 
that their efficiency is immeasurable is a myth. Great improvements can be 
; made in organization methods, procedures, training, work simplification, and 
so on in the ncrwsanufacturlng areas. Internal review should be directed at 
manufacturing and non-manufacturing entities and at financial and non-financial 
controls. 



CHAPTER V 



STAFF RSLATIOWSHIPS 

Tha discussion cf the Bureau cf Ordnance concept of compfcrollershlp in 

Chapter I and the nature of execution of his functions discussed in subsequent 
chapters lead us to the inferance that the depot comptroller is generally free 
of direct external or internal Influence. His res onsibility is to his com- 
manding officer and to other staff departments and to o er* ting departments. 
However, the responsibility is in the nature of m advisory staff capacity. >?© 
is not a line executive. 

External direction affecting the comptroller is directed to the :'or>» 
manding Gffieerj com;: uni cations leaving the conaaand are in the nan* of the 
commanding officer. 

Internal relationships are such that the comptroller does not Interfere 
with operations nor do the operators interfere with bint. comptroller must 

have access to information in other staff departments and operating departments 
but tho Influence is manifested in his relationship with other executives. 

Their confidence in his ability, sincerity ard trustworthiness will go far to 
ease acceptance of his ideas. 

Easy access to hi. a co uaandin : officer is equally important, the 
Comptroller should report directly to the conundlng officer as his chief ad- 
visor on financial and aan* sxont cortrol. 

It doesn't require a great deal of imagination to envision a comp- 
troller becoming an unpopular fellow, his close r©lat ! on® and ready access to 

38 
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tho commanding officer nay result in resentment by other staff members. He 
may appear to be the only executive to have the ear of the Chief. This is an 
atmosphere which must be avoided for as soon as it manifests itself the Comp- 
troller's usefulness is compromised, lie will no longer be a relay point be- 
cause no one will communicate with or confide in him. 

The comptroller and the commanding officer must studiously avoid this 
relationship creating discontent. Ardent recognition of the line-staff concept 
should assure success. The fruits of the comptroller's efforts must be com- 
municated from him to the commanding officer. From the commanding officer de- 
cisions should flow to his departments. 

Any staff man has found himself in a position of having his Chief re- 
turn one of his recommendations approved with a note directing that it be ef- 
fected fcy the originator. This is fine if it is desired that the comptroller 
smooth the idea up in final form for the chief's signature, Frequently it 
doesn't mean this but envisions going to parties concerned and telling them to 
get hot. This manner of communication should be avoided at all costs. De- 
cisions should be communicated from the depot commander to the affected depart- 
ment irrespective of who originated the proposal or recommendation. 

Thus the greater his ability to "dodge* 1 the command function the more 
harmonious will be the comptroller's relationships with other departments and 
the easier will be his job. 
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U*3* Department of the Kavy. Navy Comptroller Manual , KAViXOS P-1000. Vole. 
II, III. Washington, D.O.V ™''ioverr;ment I'HTiHng office. 






Lectures and Interviews 



Shackelford, J «M« , Comptroller, Asbestos Cement Pipe Division, Johna-Manville 
Corp* Lecture delivered to Navy Graduate Comp trollorahip Course, George 
Washington University, arch 6, 1956* 

S to vans, R#C*, Malcoason, 0. , and f?amoek, J*, all of Bureau of Ordnance, Navy 
Department, Series of Interviews with, between 7 February and 12 April 
1956. 

Williams, W.S., Comptroller, Bureau of Ordnance, Navy Department. Interview 
with writer on 7 February 1956, 



